HE situation in Russia continues 

to afford an object lesson in social 

philosophy and evolution. In the 

absence of an effective govern- 

ment the aggressive movement 
gallantly led by Kerensky, failed of support, 
and the influences for disintegration again 
obtained the upper hand. The situation has been 
extremely critical, but in the last extremity 
history repeats itself. The common sense of a 
people recognizes sooner or later that there 
must be order and government in society; and 
when wrangling assemblies do nothing public 
opinion turns instinctively to some one man 
strong enough to be the leader and to dominate 
the situation. In this manner society evolved 
its primitive forms of government, and in the 
presence of anarchy it goes back to first prin- 
ciples. It is an informal choice, and the powers 
granted, or assumed, are sweeping. Theories 
of individual equality are laid aside, and yet 
the principle of action is fundamentally sound, 
for the purpose is to obtain unity in the state. 
If there is no escape from anarchy except by a 
Dictator the most democratic society will 
choose the latter. The will of one man leading 
to action is preferred to interminable debate 
while the nation drifts to ruin. If the man 
chosen can command the confidence and sup- 
port of the country, and has the qualities for 
the emergency, disorder and treason will be 
suppressed and the nation will be united to 
face the perils which threaten it, The friends 
of democratic Russia will look anxiously on to 
see whether Kerensky is able to accomplish 
the stupendous task which seems to depend 
upon him. 


Meanwhile, in this country, the I. W. W., an 
organization professing devotion to industrial 
democracy, has succeeded in precipitating sev- 
eral communities into a state of chaos similar 
to that existing in Russia. Industrial democ- 
racy, like political democracy, is a very de- 
sirable thing to work for in a constructive 
manner. Nothing can keep the masses of any 
country from such participation in both the 
political and industrial management as they 
are qualified to exercise to their own advan- 
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tage, but the leadership of the I. W. W. in in- 
dustry would be just about as effective as the 
leadership of the Leninites in Russia. 

The upheaval in Germany which accom- 
plished the overthrow of the Chancellor has 
served only to demonstrate the strength of 
the reactionary element which has so long 
dominated the country. There are promises 
of electoral reform in the future, but the liberal 
element in Germany looks for nothing of prac- 
tical value from the new administration. 

Greece at last is definitely into the war as 
an ally of the entente powers. Siam has 
ranged itself on the same side. Argentina and 
Uruguay are showing a most hospitable and 
friendly spirit for the American naval fleet now 
in their waters. The moral influence of the 
whole world is uniting against Germany, and 
eventually must make itself felt within that 
country. 


General Business Conditions. 


General trade has slackened somewhat, as is 
usual in mid-summer, but there is no let-up of 
activity in the industries, and no prospect of 
any. Labor difficulties are the most disquiet- 
ing feature of the situation. The I. W. W. has 
been successful in temporarily paralyzing the 
copper-mining industry in Montana and Ari- 
zona and the lumber industry in the Pacific 
northwest. The labor situation is the source 
of much anxiety because all the industries are 
interdependent, there are no stocks of ma- 
terials, and a shut-down in one industry forces 
curtailment or suspension in others. The na- 
tion is put to a supreme trial of its strength, 
and its strength is dependent upon the loyalty 
and patriotism of its people in all walks of life. 
Fortunately crop prospects give encourage- 
ment to the hope that the cost of living will be 
less this coming winter than last. 

The efforts of government officials to con- 
trol prices not only to the government but to 
the general trade, have beena prominent feature 
of the situation, and have had some effect in 
influencing buyers, particularly in the steel 
trade, to hold off on purchases; but for months 
steel producers have had little to sell except for: 
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far-off deliveries. The outstanding fact of the 
steel situation is that the mills are crowded to 
their capacity and there is no prospect of a 
relaxation of the pressure upon them while the 
war lasts. They are loaded up with govern- 
ment business and declining private orders, 
although trying as best they can to take care 
of regular trade. There is a great congestion 
of private business, and where so many people 
are wanting a commodity, willing to pay high 
prices to get it, and trying to outwit each other 
in getting it, prices inevitably rise. It is not 
a pleasant situation to contemplate, and pros- 
perity certainly is not the word to describe it, 
but on the other hand it is incorrect to repre- 
sent producers as holding up the market or 
exacting a price. 

It has been a runaway situation, with the 
market made by buyers, in the same manner 
that the wheat market is made, and costs are 
under similar influences. Millions are being 
expended without regard to expense to en- 
large the steel and iron capacity to supply the 
demand. At the moment it looks as though 
the high prices and uncertainty of deliveries 
had put on effective check on demand, and 
some weakening of prices is noticed; but it 
should be remembered that quotations in re- 
cent months have signified but little as to 
actual prices upon the bulk of production. 
Building operations in which steel is required 
have been brought almost to a standstill, so far 
as new work is concerned, and if this attitude 
is mz‘itained by the public generally, a few 
months will bring about a readjustment of 
prices on a more practical basis. After all 
theorizing upon price control, the fact remains 
clear that the most effective way of holding 
down prices is by having the buyers who can 
do so postpone their purchases. All the moral- 
izing in the world will not keep down prices in 
a free market, when consumers are bent upon 
getting the goods away from each other. If 
consumption was not curtailed by high prices 
it would have to be arbitrarily curtailed by a 
selected distribution. The American public 
must reduce its competition with the govern- 
ment for the materials that are required for 
war use. ‘ 

The government is going ahead with con- 
tracts in many lines, notably for aeroplanes, 
motor trucks, and miscellaneous supplies, and 
it is reasonable to expect that a fair basis ot 
compensation will be reached upon all com- 
modities. : 

The probability is that the industries and 
the government, as they work together for 
results, will come to a better understanding. 
The business men and engineers who have been 
called to Washington are rendering inestima- 
ble service. In providing for the supply of 
trucks the manufacturers have agreed to lay 
aside their own patterns and to all build a 
standardized truck, so that-all parts will be 


interchangeable. The same thing will be done 
upon the aeroplanes, so that any number of 
factories can run on them. A new standard 
engine has been designed, known as the United 
States engine, which the experts do not doubt 
will be equal to any engine now made, and it 
will be used in all aeroplanes. The energy 
and genius of American business is enlisted for 
the war, and the resources of American in- 
dustry are unreservedly at the government’s 
command, 

The transportation situation is much better, 
and the railroad committee at Washington is 
constantly developing its scheme of harmo- 
nious operation, but the volume of traffic is 
beyond all records, and an expansion of all 
facilities is very much needed. 


Cost of The War. 





The Secretary of the Treasury has sub- 
mitted supplemental estimates to Congress 
showing that appropriations for the war will 
have to be largely increased over the original 
figures. The aggregate for all government ex- 
penditures for the year ending June 30, 1918, 
is now calculated at $10,735,000,000, not in- 
cluding loans to allies. The plans for war 
operations have been enlarged, and the ship- 
building program will call for a large sum. 
More money will be required also for loans to 
allies. 

These rapidly increasing demands must be 
accepted as inevitable, and with the reflection 
that there is no economy in dallying with the 
business of war. Every effort that can be 
effectively made should be put forth as 
quickly as possible, and the American people 
must adjust their affairs to support this policy. 
The sums to be raised are enormous as com- 
pared with all previous financing, but it is easy 
to show that they are not beyond the resources 
of this people. The best way to measure these 
requirements is not by comparing them with 
estimates of the national wealth, as though that 
was to be diminished year by year until pos- 
sibly all was extinguished, for in fact the na- 
tional wealth is not going to be diminished. 
The wealth of the United States will be greater 
a year from now than it is now, and still greater 
at the end of each succeeding year. Improve- 
ments will go on, not so fast perhaps as in time 
of peace, but houses will be built, farms will be 
improved, industrial equipment will be in- 
creased and savings will grow. This is true in 
greater or less degree even in the countries 
that have been at war for three years. 

These expenditures will not be made out of 
the accumulations of the past; they will repre- 
sent new demands upon our productive ca- 
pacity, and our problem is to reduce ordinary 
consumption or increase production accord- 
ing'y. Men will be withdrawn from the indus- 
tries for the army and navy; we will have to 



































get along without them, as Canada is getting 
along without 500,000 from a population of 
about 8,000,000, and as Great Britain is doing 
without 5,000,000 out of a population of 45,000,- 
000. The demand for equipment and materials 
will draw most heavily on the steel industry, 
requiring, it is estimated, as much as 30 per 
cent. of its capacity for government orders, in- 
cluding those of foreign governments. Men 
must be withdrawn from other work to make 
munitions, build aeroplanes, motor trucks and 
other war supplies, and to build merchant 
ships. There is also a great amount of work to 
be done which indirectly contributes to the war 
work, such as the mining of coal and copper, 
transporting men and supplies, all of which will 
be paid for from the war funds. In the last an- 
alysis the cost of the war is for labor drawn 
from the ordinary avocations, and the cost 
should be met by curtailing private consump- 
tion to release that labor. In other words our 
savings should match the government’s spend- 
ings, and when we grumble about high prices 
we should remember that they stand for the 
law of supply and demand working out pre- 
cisely this result. High prices signify a persis- 
tent determination to have things, regardless of 
the new demands that have arisen. It is a part 
of the war task for each individual to do his 
part toward reducing the demand for every 
article upon which prices are high, and toward 
increasing the supply. It is not a question of 
an individual’s ability to buy; it is his duty to 
turn every dollar of possible purchasing power 
over to the government, and to reduce his de- 
mands on the market to correspond. The one 
act is the complement of the other. 


Much of this increased consumption can be 
met by increased efficiency in the industries. 
The difference in results between ordinary pro- 
duction and production stimulated to the limit 
of capacity, with every available man and 
woman employed, is very great, and there is 
great stimulus to the use of every labor-saving 
process. 


Food Prodaction Most Important. 


There is no other field in which so much 
may be done to ease the pressure of war 
conditions, and to enable the masses of the 
people to make the contributions they would 
gladly make if within their power, as in the 
field of food production and distribution. The 
demands of the other industries draw con- 
stantly upon farm labor. The farmer labors 
faithfully, but under many difficulties, and 
there is a gap between him and the consumer 
which has not been scientifically bridged. In 
the face of a great production of perishable 
products this year, prices have been high and 
there has been an enormous wastage, because 
there is no adequate system for the handling 
and distribution of such products. Much has 
been done this year by community organiza- 


tion to safeguard the supply of food, but more 
should be done in the future. 

We give the following extract from a letter 
by Mr. John H. Frye, President of The 
Traders’ National Bank of Birmingham, Ala- 
bama, because of its suggestive character: 

Following the President’s Proclamation in April last, 
a committee was formed here to inaugurate a campaign 
for greater food production in this section of Alabama, 
and we have sought to secure the co-operation of farm- 
ers, merchants, fertilizer concerns, and banks, in the 
effort to influence the production of larger crops, and to 
conserve them. We have been very much pleased, in the 
past few days, by an announcement from the Federal 
Department of Agriculture, to the effect that estimates 
of the Department show that Alabama will make this 


year, over 1916, a larger gain in grain production than 
any other Southern State. 

Noting your reference to perishable crops, such as 
vegetables, would say that our committee has sought 
by every means to secure the co-operation, both of 
communities and families, in making provision to can 
perishable crops. We have sought to encourage this, 
both on a domestic and on a commercial basis. It may 
be of interest to know that a large canning company 
here has agreed to can vegetables on a toll basis. By 
this means, the producer has the option, not only to 
sell his crop at market prices, but to have it canned. 

This campaign for food production has, of course, 
been made necessary by war conditions, but our com- 
mittee hopes that the effort now being made in Alabama 
will be continued long after the war has ceased. We 
feel that by proper encouragement of production, and 
aid in marketing, we can render a very great service to 
our State, this on the theory that if funds sent away to 
other parts of the country for food supplies were spent 
at home, the farming community would grow rich, and 
it in turn would enrich the city. 


In some localities community canneries have 
been established. Small establishments on the 
toll system are well calculated to encourage 
localities to make themselves independent in 
food supplies. 

In the production of grain the farm tractor 
has great possibilities. The tractor does not 
tire as a horse does, is not affected by heat, 
and can be operated 24 hours a day. There 
are great areas of idle land in this country and 
Canada which can be put into grain, the agri- 
cultural colleges are training tractor operators, 
and the tractor builders are turning out ma- 
chines rapidly. With proper organization to 
secure their continuous use the present supply 
of tractors can be made to do much more work. 
The present manufacturing equipment of the 
country is capable of turning out 75,000 trac- 
tors a year, and 75,000 tractors can do the 
plowing for a billion bushels of small grain. 

In short, this country and Canada have all 
the resources necessary not only to feed them- 
selves but to feed the world. The food prob- 
lem is the result of pure neglect. This ought 
to be the last year of acute food scarcity. But 
there should be no waiting on leadership 
from above. Every county in the United 
States should have its own committee and go 
ahead with its own plans, as was done with 
garden planting last spring. Silos should be 
building everywhere, and preparations making 
to fill them with forage to maintain the flow of 











milk and save grain this winter. In many 
parts of the country much can still be planted 
that will supply winter feed for animals. The 
situation calls for leadership by the best busi- 
ness brains of every local community. 


Financial Conditions. 


The money market has been unsettled 
throughout the month, owing to the heavy 
transfers of funds between the banks and the 
Treasury, and some shifting of reserves pur- 
suant to the requirements of the Federal re- 
serve amendments. The effect appeared in 
sharp changes in call money rates, which, how- 
ever, affected a comparatively small amount of 
business. The banks do not always resort to 
the Federal reserve bank for the purpose of 
keeping the call rate steady. The borrower in 
the call market is an orphan, for whom no one 
has a very keen sense of responsibility. Time 
money has been steady with a tendency to a 
firmer feeling in the latter part of the month. 
The six months’ rate is 434 to 5 per cent. 

The most noteworthy fact of the situation is 
the absence of any appreciable trace of the 
Liberty Loan transaction in the New York 
bank statement. It was the biggest piece of 
financing ever handled in this country, and it 
might be expected that New York would lend 
considerable money in connection with it, par- 
ticularly as the subscriptions of this district 
were about 85 per cent. paid at once. But the 
loans and investments of the Clearing House 
banks on June 9th aggregated $3,790,284,000, 
and on July 28th aggregated $3,773,538,000. 

The Federal Reserve banks likewise show a 
comparatively small increase in their loan 
totals. On June 8th bills discounted for mem- 
bers aggregated $98,021,000 and bills purchased 
in the open market, $135,270,000 on July 28, 
these figures were $138,459,000 and $195,097,- 
000, respectively. 

Great interest is manifested in banking cir- 
cles in the next government loan, but no official 
information has been vouchsafed upon it. 

The Federal reserve amendments are now 
in full effect, and nothing counts as legal re- 
serve for any member bank but credit at the 
reserve bank of its district. The terms “reserve 
city” and “central reserve city” have lost their 
old meaning under the national bank act, 
although the designations are retained for the 
purpose of classifying the banks as to the per- 
centage of reserve required. The New York 
Clearing House statement conforms to the 
legal requirements. The “excess reserve” re- 





ported is the excess in the Federal reserve 
bank, with no account taken of till money. 

The transfers of reserves to the Federal re- 
serve banks have increased the total gold hold- 
ings of the reserve banks, including those of 
the reserve agents from $1,013,818,000 on June 
8th to $1,362,263,000 on July 28th. 





The change by which cash in bank no longer 
counts as legal reserve will naturally lead the 
member banks to carry as little till money as 
practicable, and works to the disadvantage of 
banks which because of their location or the 
special requirements of their customers are 
obliged to have unusual amounts of money 
near at hand. For this reason a number of 
branches will be opened by the reserve banks 
in important cities of the several districts. 
Arrangements have been completed for 
branches at Omaha and Spokane, and branches 
have been practically determined upon at Balti- 
more, Seattle and Portland. Louisville and 
several other cities are under consideration. 

The Treasury statement of the different 
kinds of money in circulation in the country on 
June 1, 1917, and at the corresponding date of 
1916 is as follows: 





P June 1, 1916 June 1, 1917 
Ng 631,000,000 $ 712,000,000 
Gold Certificates .......... 1,313,000,000 1,736,000; 
Silver Dollars ............ 66,000,000 71,000,000 
Silver Certificates ........ 490,000,000 483,000,000 
Subsidiary Silver ......... 169,000,000 193,000,000 
United States Currency ... 342,000,000 342,000,000 
National Bank Notes ...... 733,000,000 711,000,000 
Federal Reserve Notes .... 182,000,000 494,000,000 
Total Circulation ......... $3,926,000,000 $4,742,000,000 


The Bond Market. 


The interval between the first and second in- 
stalments of Government financing is being 
taken advantage of by railroad, public utility 
and industrial companies to finance their most 
pressing needs. The majority of this financing 
has been done by means of short term notes 
issued at the unusually attractive rates which 
present conditions demand. 

July financing has included the initial offer- 
ing to the public of a block of Federal Land 
Bank 44%4% Farm Loan 20-Year Bonds at 
101%, to net about 44%% to maturity. On 
July 12th the city of New York sold to a syn- 
dicate of bankers $47,500,000 444% 50-Year 
Bonds and $7,500,000 414% Bonds maturing 
serially from one to fifteen years. The price, 
while considerably lower than that obtained 
for $40,000,000 50-Year 414% Bonds sold by the 
city in April, 1916, was, nevertheless, consid- 
ered satisfactory. 

The principal corporate financing during the 
month has comprised $15,000,000 General Elec- 
tric 3-Year 6% Notes offered to the public on a 
6.10% basis and quickly over-subscribed ; $15,- 
000,000 Chicago and Western Indiana Railroad 
Company 1-Year 6% Notes, offered on a 6% % 
basis; $10,000,000 Southern California Edison 
Company General and Refunding Mortgage 
2-Year 6% Bonds, to yield about 634% and 
$6,000,000 Mark Manufacturing Company 
3-Year 6% Secured Notes to yield slightly 
less than 64%. 

The Delaware & Hudson Company has 























found it advisable to issue notes instead of 
bonds, and has effected a private sale of $9,000,- 
000, three year § per cents. 

Up to July 26th the average price for ten 
leading rails shows a small net gain over the 
first of the month; for ten public utilities a net 
gain of almost % of 1% and for ten industrials 
a net gain of 4% of 1%. 

The sharp demand for Liberty Loan 3%s 
which followed the reduction in allotments of 
large subscribers has been largely satisfied and 
the market for this issue now more clearly 
shows the effect of normal demand and supply. 

Offerings are not large but have been some- 
what increased, and prices are slightly lower, 
as a result of the new Treasury estimates. 

The gains made two weeks ago by the Rus- 
sian 5%s and 6%s upon encouraging reports 
from Petrograd have been practically wiped 
out as the result of recent adverse develop- 
ments. These bonds are now selling at about 
the same levels as prevailed on the first of the 
month. Other foreign government bonds have 
remained fairly steady. 

The close of the month witnesses the closing 
of negotiations with a syndicate of American 
bankers for a loan of $100,000,000 to the 
Dominion of Canada. The loan is to take the 
form of 2-Year 5% Notes, and is offered to the 
public on about a 6.07% basis. This issue has 
particular interest as it is the first foreign of- 
fering since the declaration of war by the 
United States to receive the official sanction of 
the Secretary of the United States Treasury. 
This loan, like the loans to our European allies, 
is for the purpose of settling a trade balance in 
favor of the United States. The market awaits 
the result of the offering with special interest, 
as its success would indicate that the demand 
for high grade short term notes has not yet 
been satisfied. 

The outlook for the security market is 
largely dependent upon the policy of the gov- 
ernment with regard to taxation and price 
regulation. 


Taxation. 


The revenue bill has made but little progress 
in the last month, food regulation having had 
right of way in the Senate. The revenue bill is 
next in order, and the fresh estimates from the 
Treasury strengthen the arguments of those 
who favor more taxation. The amendments 
proposed by the Senate Committee increase the 
excess profits taxes but eliminate a great 
amount of other taxes proposed by the House. 
It is conceded that taxes must be heavy, and 
profits and incomes that are swollen by the war 
are evidently proper objects for increased 
levies. Whatever consideration is shown them 
must be justified by public, not private, rea- 
sons. The industries are under enormous 
strain, costs have greatly increased, and a great 





deal more money and credit is required to carry 
on business. The profits which are shown by 
balance sheets are not in the treasuries of the 
companies, they are not being paid to stock- 
holders, and they do not exist in form where 
they can be withdrawn from the business. 
They are in machinery, materials, supplies and 
goods. So long as they are in this form they 
are serving a public use, and for public rea- 
sons are to be regarded with the same interest 
and consideration as the farmer’s growing crop. 
Under these conditions money can be raised 
by the sale of bonds with less interference to 
business than by taxation, because government 
bonds can be used as the basis of credit and 
business within the country can be carried on 
upon credit. 

The sale on the market within the last 
month of $15,000,000 of notes by the General 
Electric Company illustrates the situation. 
This is one of the strongest and most prosper- 
ous concerns in this country. Its books are 
crowded with orders, and these orders are of 
great importance to the country. They mean 
an increase of the power equipment of the in- 
dustries. The current profits of the company 
are large but not sufficient to provide the work- 
ing capital it requires to handle the business, 
and it is in the market as a heavy borrower. 
This is the factor in the situation which is de- 
serving of consideration, not as a question of 
leniency to the stockholders, but as a question 
of public policy. Interest on government bor- 
rowings at 34%2% or 4 per cent. is not impor- 
tant at this time if the business of the country 
is supported and facilitated by one policy more 
than by the other. This, however, is not an 
argument against heavy taxation, but against 
extreme immediate taxation, and for the spread 
of taxation over a longer period. 

Professor Marshall, the dean of English 
economists at this time, writing upon war tax- 
ation recently, says that if it were possible to 
exempt from the income-tax that portion of in- 
come which will be saved to become future 
capital, it would be desirable for public reasons 
to do so, but he also urges that taxation should 
be light upon necessities. He suggests an “In- 
habited House Tax,” “graduated more finely 
and more. steeply than at present,” a tax on 
domestic servants, very high and graduated 
steeply, according to their numbers, especially 
upon male servants, lighter on female servants; 
a graduated tax on motor-cars, and various 
luxury taxes. On the subject of indirect taxes 
he warns that “the general tendency of taxes 
on particular commodities is to be graduated 
inversely,” that is, “they are apt to fall on 
things which absorb a larger proportion of the 
expenditure of the poorer classes than of the 
richer, and they are apt to be larger percent- 
ages of the value of the thing consumed by the 
poorer classes than of the thing consumed by 
the richer.” 
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Silver. 


The silver market has been excited and 
higher in recent weeks, and the position of the 
metal is very strong owing to the heavy bal- 
ance of trade in favor of India. The situation 
is the occasion of no little perplexity to the 
British authorities, and concerns the United 
States as well, for if the balances due India 
cannot be paid in silver they will have to be 
paid in gold, and nobody cares to see gold 
taken to that bourne from whence neither gold 
nor silver ever returns. The balance of trade 
in favor of India for the last British fiscal year, 
ended March 31, 1917, was $270,902,259, which 
compares with $196,438,030 in the year 1915-16, 
$128,333,081 in 1913-14 and $261,682,938 in 
1912-13, the last year of normal trade. In 
1914-15 the importations of silver by India 
amounted to 60,077,452 ounces, in 1915-16 to 
35,629,913 ounces and in 1916-17 to 115,565,861 
ounces. In order to direct all importations into 
the government treasury private importations 
have been recently prohibited, except under 
license. The Indian demand has caused a large 
movement of silver from China and exhausted 
supplies everywhere without satisfying the 
trade requirements. It is said that large plan- 
tations in Ceylon have been greatly embar- 
rassed for the want of rupees to pay for their 
labor, and money has been tight in the financial 
centers of India. 

The Indian government is understood to 
have asked permission of the home govern- 
ment to allow it to import gold either from 
London or the United States, but consent has 
not been given. Japanese banks are shipping 
gold from Yokahama, in payment, it is ex- 
plained, for Indian cotton, and there would be 
a handsome profit to American banks in gold 
shipments from this country, but they have 
abstained for public reasons. 

In order to correct the exchange situation 
the Indian government has brought out a loan 
of £100,000,000, or $500,000,000, the proceeds 
of which will be placed to the credit of the 
British government. Reports show that the 
loan is being well subscribed, and this should 
remedy the exchange situation as between 
India and the outside world, but it does not 
remedy the embarrassing situation in India, 
for the reason that the small Indian farmer or 
laborer is not a bond-buyer, and he is the in- 
dividual who is wanting silver or gold in ex- 
change for his products and labor. The great 
body of the Indian people have little knowledge 
of paper money or any form of credit, and no- 

_ body knows how to persuade them to take any 
substitute for the precious metals. 

The total production of silver in the world 
in 1913 was estimated at 223,900,000 ounces, 
but in 1916 the estimated yield was only 172,- 
383,000 ounces. The chief falling off has been 

in Mexico. On the other hand the coinage of 


silver in all countries has increased, owing to 
payments to troops and the activity of trade. 
France used 20,000,000 ounces in 1916, which 
was four or five times its normal consumption. 
The coinage of the United States is far beyond 
the usual amount. 

The price of silver in New York is 78 to 80 
cents, and has been spasmodically above the 
latter quotation. This price is very remune- 
rative to silver producers, especially as silver 
in the United States is mainly produced in con- 
nection with lead and copper, which are also 
bringing high prices. 


Crops and Food Prices. 


The crops have passed through July on the 
whole without deterioration. The weather has 
favored the harvesting of winter wheat, and 
threshing returns show a fine quality of grain 
and a yield above expectations. Spring wheat 
is in good condition over most of the territory, 
but has suffered in western North and South 
Dakota from drought. The big acreage in 
corn is now making up for lost time; it has 
suffered in the Southwest from hot, dry 
weather, but over the greater part of the coun- 
try the crop is a good stand, clean, and 
thriving. There is still good reason to hope 
for a bumper yield. Oats are a fine crop, 
and nearly out of danger, barley is good, rye 
below the average. At the end of July we be- 
lieve the prospect is good for the best yield of 
grain in the aggregate ever produced in this 
country. It is true that the yield of wheat will 
be nominally over 300,000,000 bushels below 
that of 1915, but the crop of that year was se- 
riously- injured in the harvest and much of it 
was unfit for flour, while this year’s wheat 
promises to be of good quality. We believe 
the corn and oats crops will surpass the record 
yields of 1915. 

When we include all foodstuffs our confi- 
dence that this year’s production will surpass 
that of any other year is greatly strengthened. 
The government’s estimate, on July 1st, for 
potatoes, was 451,717,000 bushels, against 285,- 
437,000 in 1916 and 359,721,000 in 1915; and its 
estimate for beans was 22,141,000 bushels, 
against 8,846,000 bushels in 1916 and 10,321,000 
in 1915. These figures do not include garden 
production, which for all vegetables is un- 
usually large. 

Of course crops in other countries will be a 
factor in the prices of all grains, and fortu- 
nately the news from all quarters is more 
hopeful than early in the season. The Cana- 
dian crop promises to be larger than last year, 
and the crops of England and France are bet- 
ter than at one time was feared. The potato 
crop of England, last year poor, promises to 
be very good. 

There will be a very large acreage of wheat 
in Argentina this year, but it is too early for a 























forecast of the crop, which comes to harvest 
in December. Australia and India have large 
reserves of wheat which have not been for- 
warded because of a lack of ships. 


The bill as passed by the Senate gives the 
President authority to fix a minimum price 
upon wheat at not less than $2 per bushel, but 
names no prices for other grains. There is, of 
course, a natural relation between the prices of 
wheat and other grains, and if the government 
should establish such a guaranty for wheat 
without offering equal inducements for the 
production of corn and oats there probably 
would be a large increase in the output of the 
former at the expense of the latter, and the 
farming industry might be thrown out of bal- 
ance. Any reduction in the production of corn 
would seriously affect the live stock industry. 
As the fixing of any minimum price is left to 
the discretion of the President it is possible 
that the restriction placed upon him as to 
wheat may prevent his taking any action at all. 
The price-fixing authority as amended in con- 
ference does not take effect until next year’s 
crop is ready for market. 


Corn has sold during the month just passed 
as high as $2.35 in Chicago. The supply of 
old corn is very low, and we do not think these 
figures have much significance as related to the 
new crop. Buying by distillers who expect to 
be put out of business in a few weeks has been 
an important factor of late. At present prices 
for corn and live stock there is serious loss to 
farmers in feeding corn, and the effect is to 
force immature cattle and hogs to market, cur- 
tailing the meat supply later. This has been 
the situation since last Fall, owing to the small 
corn crop. With corn above $2 per bushel 
hogs should bring $20.00 or more per hundred 
weight, but they are selling at about $15. 


The cotton crop in the last ten days of July 
took a decided turn for the better, under favor- 
able weather conditions, It had been having 
too much rain east of the Mississippi, and not 
enough west of the Mississippi, but with a re- 
versal of weather in both sections the plant has 
made encouraging progress. Its present de- 
velopment makes it entirely possible for the 
crop to turn out from 13,000,000 to 14,000,000 
bales, which with a carry-over of 1,500,000 
bales will take care of consumption very well, 
providing the Central European markets are 
not opened up before another crop is harvested. 
The consumption of the United States in the 
last crop year has been about 7,700,000 bales 
and exports have been about 5,500,000 bales. 
The price is now about 25 cents per pound, 
and in recent weeks raw cotton has actually 
been shipped from New England mill centers 
for delivery on the New York market. Cotton 
goods are firm, with an advance in prints at 
the close of July of 20 per cent. 


Price Fixing. 


The problem of price-fixing upon purchases 
for our own and foreign governments and for 
the general market has continued to be one of 
acute interest. Prices upon steel and copper 
for government use have been referred to the 
Federal Trade Commission. An agreement to 
hold the price of bituminous coal at $3 per ton 
was made by the association of operators in 
conference with Secretary Lane and a member 
of the Federal Trade Commission, but other 
government officials have disapproved of this 
figure as too high. The agreement is being 
generally observed so far as prices to the pub- 
lic are concerned. 


It is easy to agree to the abstract proposition 
that war should not be made the occasion for 
money-making, and that the public interests 
are paramount to the right of individuals to 
unusual profits. The situation, however, is so 
chaotic and extraordinary that it is not only 
difficult to say off hand what prices are fair to 
producers but what prices will best serve the 
public interest. An illustration is afforded by 
the following extract from a statement by Mr. 
Daniel Willard, chairman of the committee on 
transportation of the Council of Defense: 


“Twenty-nine per cent. more bituminous coal was 
handled in April, 1917, than in the same month of 
1916,” Mr. Willard said. “The exact figures for 85 
of the principal coal-carrying roads show that in 1917 
there were 659,000 cars handled, as compared with 
508,000 in 1916, for an equal number of days. 

“There are literally hundreds of new mines. On one 
road there have been more than one hundred new mines 
opened during the last six months.” 


Mr. Willard was discussing the coal situa- 
tion solely with relation to the increasing 
traffic, but his statements shows the extraor- 
dinary efforts that are being made to increase 
production, and that after all is the matter of 
largest consequence. The industries of the 
country are consuming enormous quantities of 
coal, and our allies, France and Italy, are in 
desperate need of coal. Dr. Nansen says that 
coal is costing over $60 per ton in Norway, and 
the branch of the National City Bank at Genoa 
reports it selling above $100 per ton in Italy, 
“with few transactions.” The price of coal, 
within fifty cents or a dollar a ton, is a sec- 
ondary consideration with consumers, com- 
pared with having their wants supplied, and 
they can only be supplied by enlarging the 
output. It would be no simple task to 
regulate profits on present production, with 
costs varying as widely as they do in coal min- 
ing, but there is the further question of secur- 
ing an increased production. The cost of open- 
ing and equipping a mine at this time is very 
much above what it is in normal times, and 
when the war ends there may be a surplus of 
coal on the market, and a lapse back to the 
conditions which prevailed for years before 














the war, when only the low-cost or most favor- 
ably located mines could make a profit. 

A somewhat similar situation has existed in 
spelter, or zinc. When the war began the 
market price of spelter was about 5 cents per 
pound. Under the pressure of the new de- 
mands the price rose until at the crest of the 
movement the price was about 27 cents per 
pound. The influence of rising prices, however, 
caused great activity in the zinc-producing dis- 
tricts. Prospecting was stimulated, new mines 
were opened, smelters were enlarged and new 
ones built, production was increased until the 
price began to fall. Spelter is now selling at 
about 10 cents per pound,.which, considering 
the general rise of costs and of other prices, is 
scarcely higher relatively than 5 cents was be- 
fore the war. That problem has worked itself 
out. The new production was both induced 
and financed by the high prices, and could not 
have been obtained without them, as there is 
quite certain to be an excess of producing 
capacity after the war. 

The Senate in providing for the regulation 
of food supplies, while giving large powers to 
the President and his advisers to fix prices, has 
proposed to safeguard the production of 
wheat by establishing a minimum price of $2 
per bushel. This is a high price as compared 
with normal prices, and there is no maximum 
price; the farmers can have more if the market 
goes higher, but reliance is placed upon the 
stimulus afforded by the guaranteed price to 
produce an ample supply. For the farmer who 
is already equipped for wheat-growing, and 
who continues to sow only his usual acreage, 
there is doubtless a large profit at $2 per 
bushel. But the price is fixed to induce thou- 
sands of new producers to undertake the ex- 
pense, at high cost, of putting new acreage 
into wheat, and that will undoubtedly be the 
result. This is a reversal of the policy of re- 
striction and discipline. The intention is still 
to get the best results for the public, but the 
emphasis is put in another place. 


Lasting Effects Upon Production. 





There is a silver lining to this cloud of high 
prices which ought not to be overlooked. 
Under the enormous stimulus which is being 
given to production in so many important 
lines it is certain that when the war comes to 
an end the productive capacity of the country 
will be far beyond what it has been in the past, 
and there is good reason to believe that per- 
manent benefits will be realized and widely dis- 
tributed. It is true that producers instinctively 
fear a period of overproduction and of un- 
profitable prices following such an expansion 
as is now occurring, but while prices will fall 
enough to greatly relieve domestic consumers 
the foreign outlet will probably be sufficient to 
take our surplus at fair prices, provided we are 


organized to promote and finance a develop- 
ment of our foreign trade. 

Agriculture is being stimulated and per- 
manently benefited by this period of high 
prices. Sugar production is being largely in- 
creased in every sugar-making country out- 
side of those engaged in the war, and particu- 
larly in Cuba and the United States. The new 
sugar mills are of the most efficient type and 
when the supply of sugar again exceeds the 
demand, which will be as soon as beet sugar 
production is resumed on a normal scale in 
Europe, the new mills will make the price 
lower, probably, than it was before the war. 
Live stock is now increasing in this country. 
The decline in cattle which was brought about 
by the liquidation of the large ranch herds, is 
being overcome by the multiplication of farms 
where the ranches were, and by the growth of 
small herds. The extermination of the cattle 
“tick” in the South is proceeding, and the beef 
and dairy industry is spreading in that section. 
Progress is being made in controlling the swine 
plague. The South is likely to grow more of all 
food crops in the future, and the work being 
done everywhere for a productive agriculture is 
giving promise of valuable results. The coun- 
try is being awakened as never before to a 
realization of the fact that all other industries 
are dependent upon agriculture, and that the 
welfare and progress of the people require 
more comprehensive and intelligent attenticn 
to the production and distribution of foodstuffs. 

Meanwhile those who are inclined to pessi- 
mism as regards the lot of the wage-earning 
class should remember that every great perio 
of industrial expansion in the past has resulted, 
when conditions settled down, in the working- 
man occupying a higher position than he held 
before. Wages do not go up like potatoes, but 
they hold their gains better than potatoes do. 


The Real Distribution of Wealth. 


These complicated questions of price regula- 
tion, taxation, etc., all hark back to the big, 
main question in which society is interested, 
to-wit: the final distribution of the fruits of 
industry with relation to the average man’s 
share. We have often endeavored to point out 
that at the very beginning of any discussion 
of this subject, it is important to determine 
what is real distribution. In current dis- 
cussion there is but slight recognition of the 
value to the community of capital accumla- 
tions, taking form as they must in improved 
and enlarged facilities for general production 
and public service. This community value of 
private wealth is understood by economists, 
and it is understood by everybody in concrete 
cases; every new community appreciates the 
gain from having a railway built into it, or a 
water power developed, but in general dis- 
cussion it is usually assumed that all the 





























benefits of wealth accumulations, even in these 
forms, go to the owners. There is little analysis 
of actual distribution. The emphasis is placed 
on the ownership of equipment, rather than 
upon the distribution of the goods produced. 
Mere ownership of productive property, how- 
ever, only gives the right to go ahead and 
produce something. All the benefits from pro- 
ductive properties come out in the stream of 
products that issue from them, and the real 
distribution of the national income takes place 
at the point of consumption, where these prod- 
ucts are finally absorbed by individuals and 
disappear from the common store. 

Whether a man is a day laborer or a million- 
aire, he actually gets as his share of current 
production what he consumes or withdraws 
from the common supply to his own exclusive 
use and benefit and no more. If he occupies 
a seat in a railway car, he has taken that much; 
if he keeps a servant, he has taken that much. 
if he owns a motor car, he has taken that 
much; if he keeps a costly estate, he has taken 
that much—but he gets nothing which re- 
mains in the use or service of others. 

If he allows the profits of his business to re- 
main in the business for its expansion, they 
have not been realized and may never be. 
Every town in the country can tell of business 
houses that have prospered, grown by means 
of their profits, and then gone into decay and 
finally into bankruptcy. The proprietors re- 
alized only such profits as they withdrew from 
the business and devoted to themselves. If 
they withdrew profits from one business for 
investment in another, there was no distribu- 
tion to themselves, merely a shift to another 
public employment. 


A State Investment. 

The State of New York in its corporate ca- 
pacity constructed the Erie Canal. For many 
years it realized large profits from the tolls, 
and those profits are proof of the service which 
the canal was rendering in those years. But 
with the development of the railways, canal 
traffic fell away, and tolls were finally abol- 
ished, the State maintaining the canal free of 
charges by appropriations from the treasury. 
Even at that it was scarcely used, which is evi- 
dence that the railways were giving a superior 
service. Now a new chapter has been begun 
by the expenditure of more than $150,000,000 
for the reconstruction and modernization of 
the canal. The old canal had become worth- 
less. The State as a proprietor is in the same 
position as private proprietors: its investments 
are valuable to it only so long as they are 
serviceable to the public, and it realizes only 
such profits as it is able to withdraw, and does 
actually withdraw, and devotes to its own sup- 
port. The fundamental requisite of every in- 
vestment is that it shall meet a public want 
and to the extent that it does this the results 





to the public are the same whether it is pub- 
licly owned or privately owned. It is a super- 
ficial view, therefore, to regard savings or 
profits which are invested productively as 
having been distributed or devoted to private 
purposes. They are still in use as a part of the 
community equipment. The railroads of New 
York State are as truly a part of the com- 
munity equipment as the Erie Canal. If the 
State owned the railroads it would have to 
provide the capital for their improvement and 
expansion as it has provided for the recon- 
struction of the canal, by borrowing from pri- 
vate investors. Whether the borrowing is for 
canal or the railways, by a public or corpora- 
tion proprietor, the essential fact is that the 
earnings and saving of other industries in- 
stead of being distributed and consumed are 
devoted to the transportation service. 


A Benevolent Enterprise. 

A public-spirited citizen of New York, of 
strong humanitarian impulses, has maintained 
for many years a system of depots where dur- 
ing the heated term pasteurized milk is sold 
for babies at less than cost. It is a philan- 
thropic service, deserving of the highest praise, 
but evidently all business could not be con- 
ducted’ upon that basis; even the charities 
would die away unless there were profits in 
business. And if an attempt was made to 
carry on the milk business generally at actual 
cost there would be no capital for its ex- 
pansion or for the improvement of methods, 
except as it might be contributed for benevo- 
lent reasons from the profits of other business, 
and to that extent it would be a drag upon the 
development of other industries. Philanthropy 
is helpful and altogether admirable in its place, 
but whether carried on by the State or by 
private agencies, it must be supported from 
profits or savings acquired elsewhere. 

In short, profits or savings are indispens- 
able, and are not to be regarded as beneficial 
to the owners alone; they have a public utility. 
Every dollar that is saved for investment is an 
instrumentality for industrial and social prog- 
ress. It is the surplus income of individuals, 
whether saved painfully by small economies or 
accumulated rapidly by the introduction of a 
new utility, or gained by any of the multi- 
farious changes which are always taking place 
in the business world, or the result of plain 
superiority of business management—whatever 
the source, it is surplus income, available for 
investment, which puts the new ideas into ef- 
fect, and carries the world forward in industrial 
methods. 


An Unearned Increment. 


The following story went the rounds of the 
press a few weeks ago: 

There is a Creek Indian in Oklahoma named Jack- 
son Barnett with an income of $50,000 a month. It is 
derived from some oil-bearing property of which he 

















became possessed as his share of the land given to his 
tribe by the Government. He lives in a little cabin and 
sleeps outdoors. He spends less than $50 a month, not 
because he is niggardly, but for the very good reason 
that he does not want anything moré than $50 will buy. 

Apparently he has been adjudged an incompetent 
although his simplicity of life should be proof of his 
sanity. His surplus income in the hands of his guardian 
is now in excess of $800,000. It is proposed, whether by 
Barnett or his guardian is not quite clear, that his un- 
invested bank balance should be put in the Liberty 
Loan. To that no objections are visible at this distance 
but there seems to be some question about its legality 
in Washington and Oklahoma. 

This is an extreme case of the “unearned in- 
crement,” the owner presumably having con- 
tributed nothing to the discovery or develop- 
ment of the values which have come into his 
hands. Nobody would say that it is an ideally 
perfect system of distribution which gives pos- 
session of great natural wealth into such 
hands; it is an incident of the general system 
of private ownership. But the case serves to 
illustrate that it is not what a person owns but 
what he consumes or appropriates exclusively 
to himself that constitutes real distribution to 
him. If Barnett goes through life spending less 
than $50 per month upon his own personal sup- 
port and pleasure, that will be all which he 
withdraws from the common fund. If the rest of 
his income is continually invested productively 
it will be in the public service as completely as 
though the title to the oil lands had never been 
transferred from the government. And to the 
extent that they have been used for the de- 
velopment of industry the same is true of all 
the fortunes that have been developed in the 
oil industry—and in all the industries. 


industrial Progress 


The history of industrial progress, and of 
social progress as well, is a continuous story ot 
efforts withdrawn or diverted from the direct 
satisfaction of wants to the improvement of 
methods, in order that wants might be more 
easily and abundantly satisfied in the future. 
The books upon the “elements” and “prin- 
ciples” of economics all begin with accounts of 
how the primitive man learned to improve his 
lot by making weapons with which he could 
kill game, and tools with which he could cut 
down trees, build houses, boats and carts, and 
till the soil. The labor expended upon weapons 
and tools was an investment; these implements 
were the capital of that time; they did not yield 
direct satisfactions, but by their use man’s 
powers were so increased that he was able to 
raise himself to higher levels of existence. 

That process has never ceased. The meth- 
ods and implements of industry are being con- 
stantly improved, but as industry becomes 
more advanced and complex, and the consumer 
is further removed from personal knowledge 
of the means of production, the part which 
these investments play in production are 
naturally less obvious and less fully under- 
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stood. The enormous present equipment for 
supplying the wants of the population consti- 
tutes the capital of this time, but the relation 
of this capital to the supply of common com- 
forts and to social progress is not clearly un- 
derstood. 

No doubt it was at a very early period of this 
development that men began to ask whether 
it was worth while to spend labor on the 
further improvement of tools. There is always 
some uncertainty as to whether an attempt 
will be successful, and meantime the same 
amount of effort in the old way will produce 
certain results; and then there were always 
those who would rather rest and enjoy in the 
present than toil for a doubtful promise of re- 
ward in the future. The appeal of the future 
is very much stronger with some people than 
with others. The willingness of an individual 
to labor and deny himself in the hope of future 
gains is a test of intellectual vision and char- 
acter. The difference in the ability of peoples 
to comprehend the way of progress, and to 
plan, organize, co-operate, and save for the 
sake of increasing their command over the re- 
sources of nature is a measure of their develop- 
ment in civilization. 

Always there are the two conflicting views— 
of those who lay the emphasis upon division 
and those who lay the emphasis upon produc- 
tion. The first look out upon the industrial 
world with the thought that there should be a 
more nearly complete and equal division of the 
product, while the second have their thoughts 
fixed upon invention, construction and im- 
provement, with endless possibilities of in- 
creasing the product. The one thinks of pro- 
ductive conditions as settled and permanent 
and the output a fixed amount; the other takes 
in all the conditions affecting production, the 
importance of management, leadership, vision, 
and changes as revolutionary as those of the 
past. The latter asks at what time in the past 
would it have been beneficial to society to 
have put industry into straitjackets, eliminat- 
ing individual initiative and leadership, and 
forcing a distribution of all gains for immedi- 
ate consumption? 


Capital an Increasing Factor in Industry 


As industry develops, construction and ma- 
chinery become an increasing factor in it, 
which means that the application of labor to 
industry is more and more by indirection, with 
the relationship of labor to output more re- 
mote and obsure. Within the memory of 
people now living whale oil was commonly 
burned for lighting purposes; it was succeeded 
by kerosene, gas and electricity, with capital- 
investment in plant an increasing factor. With 
electricity from water-power pulling and light- 
ing a railroad train we have an illustration of 
the social gains recently accomplished by ap- 
plying labor indirectly, or, in other words, by 
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first creating capital and then applying capital 
to the task in hand. The old Erie Canal and 
the railroads which run beside it furnish an- 
other illustration. The former represented a 
greater investment than the wagon roads 
which it superseded, and was economically 
more efficient; the railroads represent a 
further application of capital and an increased 
efficiency. The new canal will not supersede 
the railways, but is expected to be more eco- 
nomical for some purposes, and by reason of 
the increased investment will be more economi- 
cal than the old canal. 

With the increase of the fixed investment 
there is a larger factor in the costs which is 
far removed from the product but which must 
attach to the product, and one of the results of 
this is that superficial studies of the distribution 
of “income” show a larger percentage going to 
capital than when industry was in simpler 
stages. A moment’s reflection, however, should 
convince anyone that there is nothing wrong in 
this. Of course capital’s share of the joint 
earnings of capital and labor is greater in 
transporting goods by railway than in trans- 
porting them by a wagon line, but that is only a 
small part of the story. The actual cost to 
everybody is less, and of the earnings of 
capital that portion which is re-invested in in- 
dustry should be regarded as undistributed. 

The profits of capital in one industry are con- 
tinually financing the progress of other indus- 
tries. There is a flow of free capital, created 
by past investments, all over the field, and this 
fact often tends to obscure the results, because 
they are not readily traced. It is not uncom- 
mon to hear it said that a certain prosperous 
industry has not given the benefit of improve- 
ments to the public, having neither reduced 
prices nor increased wages, but even though 
the facts be as alleged, they do not include the 
whole story. It is certain that wherever the 
profitsare invested they become a factor in in- 
creasing production, which means better living 
conditions for all. 


Does Capital Increase Too Fast? 





It is a common and natural question to ask, 
why, in the face of the vast capital accumla- 
tions that have been made in the last genera- 
tion, and the enormous gains in the productiv- 
ity of industry, there should still be so much 
poverty. Admitting that capital accumulations 
exist in the form of productive equipment, it is 
asked if accumulation is not overdone, and if 
it would not be better to make a larger division 
for immediate consumption? The Des Moines 
Register in a thoughtful and temperate edi- 
torial presents this view as follows: 


Saving and Spending. 


The problem with every individual is how to save 
without stinting himself and his family too much in 
their daily needs, how to accumulate a capital fund, 
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without depriving himself of the enjoyments and con- 
veniences of life. 

It is easy to go to either extreme, easier to go to the 
extreme of spending than of saving. More than one 
man who in his prime has enjoyed a liberal salary has 
been buried by the county at the last. On the other 
hand, less frequently now than a generation or two ago, 
men have kept the sugar locked up that no personal in- 
dulgence might interfere with accumulation. 

To strike a happy medium, to save a working capital, 
for the future, and at the same time bear a full part 
in the activities and enjoyments of the present, is the 
real test of personal capacity. Only the rare man gets 
the most out of the present while making wisest pro- 
vision for the future. The average man either spends 
everything as he goes, or makes a vice of saving. 

The problem of the individual is the problem of the 
community. Nationally the American people are pre- 
cisely where every individual American finds himself. 
The national problem is how to get a working capital 
for the development of vast enterprises, without de- 
priving too many people of bath tubs. It is tre- 
mendously important that we have accumulated working 
capital. It is tremendously important that the average 
family have “the dollar left over” of Wendell Phillips, 
for books, and leisure and entertainment. 

* * * with all the enormous enhancement of wealth 
in the United States, half the families of America are 
living below the line of comfort fixed by students of 
social economics, and one-third of the families of 
America skirt the hunger line. Although in the two 
years of war this country has changed its relation to 
the commercial world, and become a creditor nation, 
the day laborer in Des Moines is having as hard a time 
of it to supply his daily table as he ever had; in fact, 
many believe a harder time. 

* * + 


* * 


The Register would not put the emphasis at the 
wrong spot. It is much easier to spend every cent we 
make as a people than it is to accumulate. Moreover, 
it is easy to harbor unwarranted suspicions of those 
who are managing the accumulation. We must have ac- 
cumulated capital, and we must have enlargements and 
improvements, and we must have money for new things. 
We must have faith in the men who are at the head 
of great enterprises. But in our zeal for this side of 
it, we must not overlook the actual needs of the people 
who do the work, nor forget that comforts in the homes. 
of the masses are in the last analysis the test of our 
civilization. For however hard we may fight for world 
democracy we shall never have world democracy ex- 
cepting as the masses of the world are given the 
“dollar over” that means books and music and travel 
and recreation. 

It is perfectly true that “comforts in the 
homes of the masses are in the last analysis 
the test of our civilization.” When we talk 
about “progress” let it be understood that com- 
forts for the masses and leisure for the higher 
things of life is what is in mind. How are they 
to be obtained? 


Why has the cost of living been rising in 
recent years until the day laborer in Des 
Moines is said to be having as hard a time to 
supply his daily table as he ever had? Is it be- 
cause the reorganization and development of 
industry with great accumulations of capital in 
its service has failed to accomplish results, or 
is it because the results so accomplished have 
been overcome by influences coming from 
other industries, in which capital is not so large 
a factor and in which the so-called capitalistic 
organization is comparatively undeveloped? 














It is a familiar fact that the increase of popu- 
lation tends of itself to make the struggle for a 
living more strenuous. The people of this 
country do not get as much for nothing as 
they did in an early day, when the bounties of 
nature surrounded them. Poorer lands must 
be brought under cultivation and the best soils 
deteriorate unless farmed with greater care. 
More labor is required to obtain a larger pro- 
duction of food and of the raw materials re- 
quired in the industries. Moreover, as the 
cities grow distribution within them becomes 
more costly. It is evident, therefore, that living 
conditions will grow harder for growing popu- 
lations unless there is such constant improve- 
ment in the methods of production as will 
overcome the adverse influences. If capital is 
required to make such improvements, nothing 
is gained by withholding it. 


The Rising Cost of Living. 

The writer of the above editorial indicates 
that the day laborer’s chief problem is to sup- 
ply his daily table, and this is precisely true, 
although with cotton and wool at present 
prices the supply of clothing is also a serious 
matter. With the native forests vanishing, 
lumber, for shelter, also costs more. Lumber 
is manufactured and transported more eco- 
nomically than formerly, and the cheapening 
of steel and cement has provided economical 
substitutes, but these gains do not offset for 
house-building purposes the growing scarcity 
of timber. 

Farm machinery is much more efficient than 
a generation ago. The president of the Inter- 
national Harvester Company has _ recently 
stated that there are 1,000,000 self-binding 
harvesters at work in this country, and as it 
would take at least two men to do the 
binding for each harvester by hand, the self- 
binding attachment alone saves the labor in 
harvest of that many. This same newspaper, 
the Des Moines Register, from which the 
above editorial was taken, a few weeks ago, 
commenting upon this fact, said: 

Two million men would be necessary for the sole 
work of binding sheaves, work which is now accom- 
plished by machinery without any labor save that which 
is employed in cutting the grain. If two million men 
would be required for binding the grain, how many 
would be needed should we be forced to go back to 
the use of the scythe and the flail? It would be im- 
possible to harvest our grain crop at all, except by 
sending back to the country a vast proportion of the 
men who have gone into lines of work calculated to 
increase the comforts of our modern civilization. 

It is unnecessary to add anything to this 
except the obvious comment that although 
farm products have gone up in prices, the 
masses certainly are not losers because capital 
has been saved up and devoted to the develop- 
ment of farm machinery. 


One of the most promising developments of 
the present time is the farm tractor. Henry 
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Ford is understood to have spent millions upon 
his design for such a machine, and scores of 
manufacturers were ahead of him in the field. 
We would not venture an estimate of how 
many millions were spent upon the farm trac- 
tor before any net returns were realized, if, in- 
deed, any have been realized, to this time. 


Great gains have been made by the use of 
capital in handling and utilizing the cotton 
crop—in ginning and compressing the staple, 
in the conversion of the seed, once wasted, to a 
valuable food product, and in the manufacture 
of cotton cloth, but these gains have been lost 
amidst the rising prices of raw cotton. One 
weaver now tends twenty to thirty Northrop 
automatic looms, an American invention, but 
with raw cotton at 25 cents per pound, if cloth 
was manufactured for nothing, it would cost 
more than cloth made twenty years ago from 
raw cotton costing under 10 cents. 


Transportation Costs. 

The railways have absorbed a vast amount 
of capital in recent years. The important ones 
have been virtually rebuilt in order to allow of 
more enconomical operation. Grades have been 
lowered, curves reduced, bridges strengthened, 
tracks improved, with the result that while in 
1896 the average capacity of freight cars in 
use in the United States was 25 tons, in 1916 
it was 44 tons; and while in 1896 the average 
freight train-load for all roads was 199 tons, 
in 1916 it was 534 tons. The gains in labor 
efficiency accomplished by these investments 
are indicated by the following figures for all 
the roads: 


Total Number Tons Carried One Mile. 

Railway Employes. Total. Per Employe. 

Saar acescacnnes 826,620 95,328,360,000 115,323 
WOO RIS 1,521,355 215,877,551,000 141,898 
MONG sida. casei ds 1,633,106 342,494,271,000 205,842 


Notwithstanding the gain in efficiency of 
operations the Interstate Commerce Commis- 
sion has found it necessary to allow ‘freight 
charges upon some of the roads to be in- 
creased, in order to overcome the rising 
costs of operations. Total compensation paid 
to employes in the year ended June 30, 1916, 
was 200.5 greater than in the year ended June 
30, 1896, and in the present year, another large 
increase has been granted by the establishment 
of the unit eight-hour day for train employes. 

The railway facilities of the country are not 
what they ought to be, but what would be the 
state of the country now but for the capital 
that has been poured into them in the last 
twenty years. 

In practically every line of industry im- 
portant gains have been made in the last 
twenty years by the investment of capital, but 
an analysis of costs will show that these gains 
have been in greater or less degree offset by 
the rising costs of food and raw materials. 
This has been in the main because of the more 
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complete occupation of the country, and the 
fact that the cheap and most readily cultivated 
lands are gone. There is no warrant for con- 
cluding that we need to save less capital. 
Rather, the deduction is that we need a greater 
use of capital and of modern organization and 
management. 


A Field for Capital. 


Mr. V. H. Manning, director of the United 
States Bureau of Mines, has issued during the 
last month a statement concerning the wasteful 
consumption of coal, which is very pertinent 
here. He says, in part: 

“Last year the United States mined 600,000,000 tons of 
coal, the greatest production ever witnessed in the 


world, and of this amount we wasted 150,000,000 tons, or 
25 per cent., through inefficient use. 


“As an example, in the modern, efficient power plants 
of the country, 20 per cent. of the heat in the coal con- 
sumed is converted into power, whereas in the small 
power stations the efficiency frequently drops below 10 
per cent. The average efficiency of all steam power 
plants in the United States is probably 5 or 6 per cent. 
of the energy of the coal. If it were possible to elevate 
the average efficiency to the maximum attainable, about 
three times as much energy would be available. 

The average efficiency of steam-power plants 
is very much higher than it was twenty or 
thirty years ago, and is improving all the time, 
although naturally there will never be a time 
when there is not a great difference between 
the best and the poorest. Mr. Manning does a 
public service in calling attention to the possi- 
bilities of economy in this respect. We gave 
a statement recently showing that the Pennsyl- 
vania Railroad Company had doubled the 
efficiency of coal in its locomotives in the last 
five years at an increase of about 30 per cent. 
in capital investment. 


All of these changes involve more or less 
scrapping of old equipment, or which means 
destruction of old capital, and the application 
of new savings and profits. But the effect is 
not to make it harder for the day laborer to 
supply his daily table or to acquire a bath tub. 
On the contrary, it is by means of such invest- 
ments that within comparatively recent years 
a home with a bath tub has been brought into 
the workingman’s horizon. They make the 
difference between the lot of the laborer in the 
United States and in the backward countries. 


Where Capital Is Scarce. 

The late Professor F. H. King, of Wisconsin 
University, wrote a very instructive book de- 
scriptive of his travels in Japan and China, 
and he tells of two novel scenes which first 
attracted his attention, as follows: 


“Everything here was strange and the scenes shifted 
with the speed of the wildest dream. Now it was driv- 
ing piles for the foundation of a bridge. A tripod of 
poles was erected above the pile and from it hung a 
pulley. Over the pulley passed a rope from the driving 
weight and from its end at the pulley ten cords ex- 
tended to the ground. In a circle at the foot of the 
tripod stood ten agile Japanese women. They were the 
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hoisting engine. They chanted in perfect rhythm, 
hauled and stepped, dropped the weight and hoisted 
again, making up for heavier hammer and higher drop 
by more blows per minute. When we reached Shanghai 
we saw the pile driver being worked from above. 
Fourteen Chinese men stood upon a raised staging, each 
with a separate cord passing direct from the hand to 
the weight below. A concerted, half-musical chant, 
modulated to relieve monotony, kept all hands together. 
What did the operation of this machine cost? Thirteen 
cents, gold, per man per day, which covered fuel and 
lubricant, both automatically served. Two additional 
men managed the piles, two directed the hammer, 
eighteen manned the outfit. Two dollars and thirty- 
four cents per day covered fuel, superintendence and 
repairs. There was almost no capital invested in ma- 
chinery. Men were plenty and to spare. Rice was the 
fuel, cooked without salt, boiled stiff, re-enforced with 
a bit of pork or fish, appetized with salted cabbage or 
turnip and perhaps two or three of forty or more other 
vegetable relishes.”* 

It is safe to say that these workers have not 
begun to think about bath tubs which require 
the services of a plumber. 

The Common Interest in Capital Accumulation. 

It is important that there shall be generally a 
clearer idea of how capital is accumulated and 
of the community services it renders. Mr. 
Manning’s appeal for more economical power 
plants is in the public interest; he sees the 
waste of national wealth which is going on by 
coal consumption in plants which utilize only 
5 or 10 per cent. of the energy, while the best 
plants recover 20 per cent. There is a similar 
waste wherever antiquated machinery or anti- 
quated methods are used, or wherever there 
is artificial restriction upon production. The 
gains that may be made by improved processes 
are the incentive to improvement. Men make 
fortunes in business by getting their costs 
down faster than their competitors, not by 
charging higher prices. In other words, for- 
tunes are made, not by taking wealth away 
from anybody, but by saving wealth which 
would otherwise go to waste, and when made 
and put back into industry they accomplish 
further savings. 

When all this is clearly understood it will 
be seen that society cannot afford to diminish 
the incentive to improvements and that the 
progressive taxation upon profits, which penal- 
izes efficiency and favors the unenterprising 
and inefficient, as a permanent policy, is a mis- 
take from the standpoint of the public. As a 
war measure and as applying to profits en- 
hanced by the war, such a measure may be 
justified, but the permanent effect would be 
like that of the old rack-rent system of Ireland, 
where the tenants had to make all improve- 
ments and the improvements were immediately 
made the basis of higher rents. 

Recent dispatches from Washington have 
stated as a feature of the price-fixing program 
that where the same parties were interested 





*“Farmers of Forty Centuries,” p. 17, published b 
Mrs. F. H. King, Madison, Wis. , 4 




















both in the making of steel and in the fabrica- 
tion of the same steel into ships, two profits 
would not be allowed. This statement may 
not have been authorized, and it is difficult to 
believe that a policy so short-sighted could be 
adopted, but it has been advocated upon the 
floor of the Senate. The effect of course would 
be to arbitrarily separate the business of ship- 
building from the business of making steel, 
although it is probable that important econo- 
mies may be effected by joining them. 


Improving Individual Efficiency. 


The productivity of industry is not increased 
solely by the improvement of tools and or- 
ganization. While it is important that every 
worker shall be supplied with the most effec- 
tive tools, it is still more important that every 
worker shall be individually developed to a 
high degree of intelligence and efficiency, for 
that is not only a means to an end, but the very 
end itself to which all progress should be di- 
rected. 

Industrial development of itself naturally 
raises the level of living conditions, for there 
is no outlet for a constantly increasing supply 


of commodities except by distribution into — 


consumption. The withholding of capital from 
direct distribution by investing it in more and 
improved equipment, as we have seen, is not a 
permanent withholding, but eventually in- 
creases the supply of goods for consumption. 
But the increase can be multiplied over and 
over again by increasing the efficiency of the 
workers. Employers are coming to see that 
there are direct results in productivity from 
policies which call out the willing and inter- 
ested co-operation of the wage-earners. The 
employers who lead in the adoption of up-to- 
date equipment are likely to also lead in lib- 
eral policies toward labor. It is becoming a 
common thing for important business houses 
to provide for the broad education of their em- 
ployes, on the ground that they cannot afford 
to have inefficient help. This is a natural evo- 
lution, but one that will move with increasing 
rapidity as it produces results, and as the pro- 
gressive element by the sheer superiority of its 
methods comes into larger control of industry. 
The employer who is not enterprising enough 
to have up-to-date equipment cannot survive 
in the long run against the competitor who has 
it, and the employer who does not know how 
to win the loyal support of his helpers will fall 
behind for the same reason. 

There is the same division of opinion among 
employers as to policies toward wage-earners 
as there is the public mind over the question of 
price-regulation, and in the public attitude 
toward capital-accumulations. One view puts 
the emphasis upon immediate results, upon 
division of the present product, while the other 
view emphasizes the possibility of enlarging 
the product. 
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Cooperating For the Loan. 


We have a letter from one of the leading 
houses in the manufacture of clothing, which 
tells of the steps taken to obtain the co-oper- 
ation of its employes upon subscriptions to the 
Liberty Loan. We give an extract as illustra- 
tive of the new spirit which we believe to be 
significant of better relations in industry : 

We not only agreed to receive their subscriptions on 
easy installment payments with interest on credit 
balances, but increased the attractiveness of such sub- 
scriptions by agreeing to complete the payments our- 
selves for any employe who died before the bonds were 
fully paid for, and deliver same to his heirs. This 
feature, together with the oral explanation which I 
made to all the people in their work shops, resulted in 
very great enthusiasm, and more than doubled the num- 
ber of subscriptions anticipated. The full amount from 
our 8,000 employes was over $200,000. Moreover, care 
was taken in the talks which were made to them to ex- 
plain carefully the reasons for the war and the effect of 
their subscriptions upon the prospects of early peace. 
There had previously been considerable pro-German 
propaganda in the shop in the disguise of pacifism, 
which subsided in the face of the patriotic enthusiasm 
aroused by the Loan. 

Inasmuch as there may be future need for urging 
universal participation in the government loan, I com- 
mend.-the life insurance feature and thrift propaganda 
as means of stimulating interest in the proposition. 

This picture of employer and employe co- 
operating for the support of the government is 
a pleasing one, and there were thousands of 
similar cases. 


Lessons of the War. 


The last three years have afforded a clear 
demonstration of how the welfare of the world 
depends upon current production, and. that the 
productive capacity of all countries may be 
enormously increased under the pressure of a 
necessity which comes home to all. We ap- 
preciate now that every individual grower of 
the staple foodstuffs contributes to the com- 
mon fund, and that all the world is interested 
in his efficiency. Despite the withdrawal of so 
many men from industry, and the vast require- 
ments of the armies, an astonishing amount of 
regular business goes on. The explanation is 
that industry has become more efficient. Old 
methods, old machinery and old restrictions 
have been discarded, and the people are work- 
ing with an energy and spirit of co-operation 
that did not exist before. 


Mr. John Hodge, British Minister for Labor, 
has written of the situation as follows: 


These three years of war have driven certain con- 
clusions home upon me, and, I believe, upon many 
others, both employers and labor men, in this country. 
The first of these is that labor must give up its old re- 
strictive attitude. The second is that capital must be- 
come willing liberally to renumerate extra effort and 
extra exertion on the part of labor. Any modern nation 
can only reach the maximum amount of wealth and 
happiness by producing the maximum amount of goods. 
War experience has opened our eyes to what we can 
do in Great Britain. We shall not readily forget the 
lesson. ' 























There can be no question that if all classes 
could have their interest centered upon the 
enormous possibilities which lie in perfecting 
the industrial organization and increasing the 
output of necessities and comforts, the results 
would be revolutionary. Discussion commonly 
assumes that production is a matter of routine, 
that it goes on about the same at all times and 
under all conditions, and that distribution is 


improvement in the condition of the masses 
depends upon increasing production, and that 
this is woefully hampered by friction, mis- 
understanding and ignorance on both sides 
throughout industry. The wastes of the war 
are very great, and great burdens will remain 
when the war is over, but it is well within the 
possibilities to meet all these losses and bur- 
dens by improvements in the methods of pro- 


the thing to be looked after. Thetruth is that duction. 





STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS JULY 27, 1917. 
(In Thousands of Dollars) 












































RESOURCES Boston] N.Y. | Phila. | Clev’d| Rich’d|Atlanta| Chicago | St. Louis'M’np!’s Kas.City | Dallas| S.Fr’sco| Total 
Geld coin and certificates 
in vault.............. «+++| 32,685 . 41,215 | 33,342 | 6450) 7,613 pape] 4,752 | 17,792 8,522 14,195 | 19,717 | 460,764 
Gold Settlement Fund..... 8.511 | 120,367 , 45.443 | 43,800 7,921 53.086 23 888 11.476 | 39,140 8,674 22,901 | 406,739 
Gold with foreignagencies|__ 3.1.5 18 112 3.675 ri 725 1.837 1,575 7,350 2.100 2.100 2,625 1.838 2,888 52.500 
Total gold held by banks| 45,171 | $73,216 | 65,122 | 83,510 | 52,087 | 17,109 | 100,180 30,740 | 31,368 | 50,287 | 24,707 | 45,506 | 919,003 
on Federal af henerve 
Di ee kina sees BC 21,891 | 173.670 | 32,905 | 30,820 7,483 | 18,072 56,653 14,911 21,366 14,635 15,624 | 26,103 | 434,193 
Go! kcisiics Fund.. «38 5 250 4.0 22 bo4 351 236 390 338 491 170 17 9 067 
Total gold reserves..| 67,560| 552,136 | 98,477 | 114,412] 60,424 | 35,532 | 157,069 46 041 53,072 | 65,413 | 40,501 71,626 1,362,263 
Legal tender notes, Silver, 
CBE. .2000. edsocdneseceoecs 3,952 | 37,291 1,480 519 200 694 2.425 2 951 252 478 1,320 127 51,789 
Total Reserves...... 71,512 | 589,527 | 99.957 | 114,931 60.624 | 36,226 494 48,992 | 53324] 65,891 | 41,821 | 71,753 |1.414,052 
Bills discounted, Members| 13,731 19.107 9526) 7,968 | 14,381 5,604 178 11,515 10,685 | 11,529 4,947 9,338 | 138,459 
Billsboughtin openmark’t} 16,706 | 95,806 | 14.545 | 12.287/ 4,206/ 1,310 28.757 4,127 305 12,525 2,702 3,821 | 195,097 
Total bills on hand..| $9,437 | 114,913 24,071 | 20,255 | 18,587 6,914 46,935 15,642 10,940 24,054 7,649 13,159 | c,333,553 
U. S. Governm’t long-term 
Seip em 530 1,306 549 5,918 1,152 698 11,609 2,266 1,859 8,849 3,970 2,429 41,135 
U. S.Governm’t short-term : 
se Pe nsnbasiestececne 2,194 9,980 2,548 2,933 1,969 1,584 4,409 1,524 2,015 1,784 1,430 3,448 35,813 
Municipal Warrants....... 50 128 | 1,110 115 43 1.469 
Total Earning Assets} 33,161 | 126,249 27,326 | 30206 | 21,823 9,196 62,953 19,432 14,814 34,687 13,085 19.036 | 411,978 
Due fr. other F. R. Bks. net} 6,003 3,062 4,967 | 21,255 161 9,834 | b 11,106 
Uncollected items......... 15.298 | 43.686 | 24,247 | 18,577 | 11,200 | 10,660 | 40,218 9,574 4,901 9.699 6,521 10,175 | 208,756 
be - poo ny arate ay — 21,901 | 43,686 | 24,247 | 21,639) 11,200 1,478 9,735 521 193,650 
Deeereces 639 . 15,627 . 901 9,699 20. 
5% ccuetion yn fund—F. oS Sieg " ” ” - 
bank notes .........0005+ 400 100 500 
All other resources........ 79 97 80 271 62 23 445 1 057 
TOTAL RESOURCES..... 126,574 | 759,462 | 171,530 | 166.855/| 93,744 | 61,129 | 283,920 78,430 | 73,101 | 110,700 | 61,982 | 110,798 (2,021 237 
LIABILITIES 
Capital Paid in............ 5,134 | 12,067 | 5,276] 6.365) 3.444) 23987| 7.465 | 3.267 | 25°0| 3.175 | 2.757] 3.968 | 57,825 
a Deposits..... 11,€35 16,113 1,945 7,671 | 18,190 8,242 38,446 2,474 6,008 7,374 6,726 18,208 | 143,032 
Due to members—reserve 
eR: 72,885 | 444,489 | 67,541 | 100,942) 36,724 | 25,503 | 150,831 45,580 | 36,518 | 65,612 | 28,956 59,875 /1,195,456 
Due to nonmember banks 
Collection — 10,128 one 22,355 | 14,395 | 10,660| 5,087| 18,363 | 8,707 552 | 19715 
on items........... t y . . 2,987 7,072 573 512 a 
Due to other F.K.Bk’s nei! 34,666 | 12,771 7.180 79 Ae - 
Total Gross Deposits. . 94,648 | 532,695 | 104,612 | 123,008 72,754 | 38,832 | 207,640 568,761 46,312 80,121 40,764 | 83,691 /1,424,850 
F. 2. Notes in actual cir- 
SR aos sekdetienes ss 26,484 | 213,182 | 41,425 | 37,482 | 17,546 | 19,910 | 68,812 18,402 | 24,269) 24,945 | 18,461 23,097 | (a)534,015 
FR. Bank ek ye sin circu- 
ation. ability...... J 
All other ne ities incl. alae _ 
Foreign Govern’t credits 308 1.518 217 3 42 2.088 


























TOTAL LIABILITIES.....| 126.574! 759.492 | 151,630 | 166,855 | 93.744 | €1,129 | 283.920 78,430 | 73,101 


(a) Total Reserve pore in circulation, 534,015 

(b) Difference between net amounts due from and net amounts due to Get Federal Reserve Banks, 11,108: The Gold Reserve against 
net deposit Liabilities is 74.6%; Gold and lawful money reserve against net deposit liabilities 78.8%. Gold Reserve against Federal 
Reserve Notes in actual circulation, 83.0%. 

(c) Ly 3 discounted ang ‘sot ; municipal warrants: 1—15 days 115,544; 16—30 days 44,850; 31—60 days 95,459; 61—90 days 73,913; over 

90 days r) 


110.700 | 61,982 | 110,798 | 2,021,237 
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“City Bank Service.” 








VERY institution or individual investing funds in 
bonds or short term notes in reality loans money 
to the government, state, city, railroad or other 

corporation issuing the security. 


The funds borrowed in this way become active in the 
developement of industry. 


The purpose of The National City Company is to 
analyze and to select issues which seem sound and 
conservative for the investor and to secure for him 
an adequate interest rate. 


The offering of bonds and short term notes which this 
Company makes should be of interest to each investor. 


Requests for The August offering B-59 will receive immediate attention. 








The National City Company 
National City Bank Building, New York 


CORRESPONDENT OFFICES 
Purtapecran, Pa. Boston, Mass. Battmorz, Mp. Cuicaco, In. San Francisco, Cat. 
1421 Chestnut St. 10 State Street Munsey Bldg. 137 So. La Salle St. 424 California St. 
Pirrspurca, Pa. Avpany, N. Y. Burraxo, N. Y. CLEVELAND, On10 Derrorr, Mics. 
Farmers Bank Bldg. Douw Bidg. Marine Bank Bldg. Guardian Bldg. Dime Bank Bldg. 
Wixes-Barre, Pa. Kansas City, Mo. Seatrie, Wasa. Muyneapouis, Minn. Wasaincron, D. C. 
Miners Bank Bidg. — Bldg. Hoge Bldg. MeKnight Bldg. 741-15th St. N. W. 
Portianp, Ore. a, Ga. Los ANGELES, CaL. Sr. Louis, Mo. Denver, Coto. 
Railway Exchange Bldg. Trust Go of G of ne 9 Bldg. Hibernian Bldg. Bank of Commerce Bldg. _ First Natl. Bank Bldg. 


Lonpon, Enc. 3 Lombard Street 


masa VANS ies Se. 





























